Introduction
The North American Free Trade Agreement (NAFTA) was supposed to bring prosperity and well-being to the peoples of Canada and Mexico. It has perhaps contributed to growth in both countries over the last decade, but the fruits of that growth have been very unevenly distributed. In contrast with the vision of "Social Europe" incorporated in the European Union, NAFTA was and remains a neoliberal form of continental economic governance. As such, it contributes to pressures on Canada and Mexico to restructure their social policies to become competitive in a continental market dominated by the United States. As discussed in the chapter by Mary Hawkesworth in this volume, the latter has never had a strong welfare state and, since the Reagan era, even limited existing welfare policies have been subject to substantial retrenchment. The question this chapter addresses is to what extent North American integration has pushed Canada and Mexico to follow suit, embracing a punitive workfare approach to poverty alleviation typical of neoliberal America?
There has been some degree of convergence toward the U.S. model in both countries. In Canada, income inequality grew during the 1990s, mainly because of cuts to unemployment insurance and social assistance, two key areas where convergence toward the U.S. norm is apparent (Hoberg et al. 2002; Banting and Boychuk 2003) . In Mexico, social provision in the postwar era was much less adequate than in Western welfare states, but the forms of social welfare associated with the corporatist system have also been cut and restructured in response to the structural adjustment programs imposed by the International Monetary Fund (IMF), with quite devastating results for the majority of Mexicans. It would be a mistake, however, to see these reforms as simply paving the way for American-style neoliberalism. Rather, we argue in this chapter that poverty policies in both countries are best understood as representing different forms of "inclusive" liberalism (Craig and Porter 2006) .
In social policy terms, inclusive liberalism retains the classical liberal preference for narrowly targeted programs, while eschewing the "passive," consumption-oriented approach of the postwar period in favor of "activation." This emphasis on measures to promote labor market participation also appears in American-style workfare, yet in contrast to the U.S. programs, Canadian and Mexican poverty programs contain a mix of carrots and sticks. There is a gender dimension to inclusive liberalism too: the male breadwinner/female caregiver family form is no longer the norm-lone mothers are to be activated, although in different ways in the two countries. Perhaps the key distinguishing feature of inclusive liberalism's poverty policies, however, is generational. In both Canada and Mexico, the emphasis is on investment in the "human capital" of the next generation. Thus, these cases show that the United States remains an outlier in the region, since Canada and Mexico have taken a step in the post-neoliberal direction, even if both retain significant neoliberal elements, particularly in their macroeconomic and trade policies.
Varieties of liberalism
As discussed elsewhere in the volume, by the 1990s, resistance to neoliberal globalization had opened the way to "third way" governments in the North and to the international financial institutions"(IFIs) embrace of "poverty reduction" in the South. Porter and Craig's concept of "inclusive liberalism" (2004, 2006) seeks to grasp changes introduced in response to contradictions exposed by the first phase of neoliberalism. While pointing out the continuities, they also draw attention to important themes-"opportunity" and "empowerment," or the activation of capacities-that began to appear in social policies of a number of Organization for Economic Cooperation and Development (OECD) countries and in international org anizations' prescriptions for the global south.
Inclusive liberalism differs in crucial ways from earlier forms of liberalism, although all of these forms share an emphasis on the individual and a capitalist market economy. Under classical liberalism, individual freedom was defined as the ability to pursue one's selfinterest "free from" the interference of others. In this imaginary, the role of the state was limited to the protection of individual property and
